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ACTION EB-07 

INFO OCT-01 EUR- 12 10-10 ISO-OO AGR-10 CEA-01 CIAE-00 

DODE-OO FRB-01 H-02 INR-07 INT-05 L-03 LAB-04 NSAE-00 

NSC-05 PA-02 AID-05 CIEP-02 SS-15 STRE-00 TAR-01 

TRSE-00 USIA-15 PRS-01 SP-02 FEAE-00 OMB-01 STR-04 

XMB-04 OPIC-06 EA-09 /135 W 

124902 

R 041421Z NOV 75 
FM AMEMBASSY OSLO 
TO SECSTATE WASHDC 683 
INFO AMEMBASSY COPENHAGEN 
AMEMBASSY BONN 
AMEMBASSY HELSINKI 
AMEMBASSY LONDON 
AMEMBASSY ROME 
AMEMBASSY STOCKHOLM 
USDOC WASHDC 
USMISSION EC BRUSSELS 
USMISSION OECD PARIS 
USMISSION GENEVA 

UNCLAS OSLO 4891 

E.O. 11652: N/A 

TAGS: ETRD GATT EEC EFTA NO 

SUBJ: PROPOSED DUTY AND TAX CHANGES WILL FAVOR EFT A/EEC MOTOR 
VEHICLES 

1. THE GOVERNMENT HAS SUBMITTED A BILL TO PARLIAMENT 
PROPOSING (A) REMOVAL OF CUSTOM DUTIES ON MOTOR VEHICLES 
AND ALCOHOL CONCENTRATES FROM EFTA AND EEC COUNTRIES, 

(B) CHANGES IN OTHER SEPARATE TAXES PAYABLE ON VEHICLE 
IMPORTATION, AND, (C) CHANGES IN THE BASIS FOR CALCULATING 
THESE SEPARATE TAXES. THESE MEASURES WILL MAKE MOTOR 
VEHICLES FROM EFT A/EEC COUNTRIES CHEAPER AND THOSE IMPORTED 
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FROM OTHER COUNTRIES, INCLUDING THE U.S., MORE EXPENSIVE. 
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THE BILL WILL PROBABLY BE CONSIDERED BY PARLIAMENT DURING 
NOVEMBER. THE CHANGES ARE TO TAKE EFFECT ON IANUARY 1, 1976. 

2. ELIMINATION OF CUSTOMS DUTIES ON MOTOR VEHICLES 
(AND ALCOHOL CONCENTRATES) IMPORTED FROM EFT A/EEC 

COUNTRIES IS A CONSEQUENCE OF THE TRADE AGREEMENT 
BETWEEN NORWAY AND EEC AND MUST SIMULTANEOUSLY BE 
APPLIED TO THESE IMPORTS FROM EFT A BECAUSE OF THE 
EFTA CONVENTION S PRINCIPLE OF NON-DISCRIMINATION. 

THE LOSS IN CUSTOMS DUTIES ON MOTOR VEHICLES IMPORTED 
FROM EFT A/EEC COUNTRIES (ABOUT 250 MILLION KRONER, 

OR $45 MILLION A YEAR) IS PROPOSED TO BE OFFSET 
PARTLY BY RAISING DOMESTIC TAX RATES AND PARTLY BY 
CHANGING THE BASIS FOR CALCULATING THESE TAXES. THE 
NORWEGIAN GOVERNMENT CONTENDS THAT INTERNATIONAL 
AGREEMENTS DO NOT PREVENT NORWAY FROM RAISING OTHER 
TAXES TO COMPENSATE FOR REVENUE LOSSES RESULTING 
FROM THE REMOVAL OF CUSTOMS DUTIES, PROVIDED THE TAX 
INCREASES ARE OF A NON-DISCRIMINATORY NATURE. 

3. PASSENGER CARS, MOTORCYCLES AND TAXIS. IN ADDITION 
TO IMPORT DUTIES, SEPARATE TAXES ARE APPLIED TO VEHICLES 

AT THE TIME THEY ARE IMPORTED INTO NORWAY (NO VEHICLES ARE 
MANUFACTURED IN NORWAY). THESE TAXES ARE CURRENTLY 
CALCULATED ON THE BASIS OF THE C.I.F. VALUE OF THE 
VEHICLES INCLUDING TRAFFIC TAX ($5-12 PER VEHICLE) 

BUT EXCLUDING THE ASSESSED VALUE OF TIRES ($91-$291 PER 
VEHICLE). THE GOVERNMENT'S PROPOSAL WOULD ADD THE 
VALUE OF TIRES TO THE C.I.F. COST OF A VEHICLE FOR 
PURPOSES OF THIS TAX, ALTHOUGH THE TRAFFIC TAX WOULD 
BE DROPPED FROM THE C.I.F. CALCULATION. IN ADDITION 
IT IS PROPOSED TO REDUCE THE RATE FOR THIS TAX ON 

PASSENGER CARS AND MOTORCYCLES FROM 67 PERCENT TO 65 PERCENT FOR 

THE FIRST 5000 KRONER ($909) BUT TO INCREASE THE RATE FROM 

100 PERCENT TO 1 10 PERCENT ON THE REMAINDER. THESE TAX CHANGES PLUS 

THE CUSTOMS DUTY CHANGE WILL MAKE MEDIUM-PRICED CARS 

IMPORTED FROM EFT A/EEC COUNTRIES 500-800 KRONER 

($90-$ 145) CHEAPER AND CORRESPONDING PASSENGER CARS 

FROM OTHER COUNTRIES, INCLUDING THE U.S., 2000-3000 
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KRONER ($364-$545) MORE EXPENSIVE THAN IS THE CASE 
TODAY. FOR TAXIS, THE TAX RATE WILL BE INCREASED 
FROM 35 TO 43 PERCENT, WHICH RESULTS IN PRICE REDUCTIONS 
FOR VEHICLES IMPORTED FROM EFTA/EEC COUNTRIES AND IN 
INCREASES FOR CARS FROM OTHER COUNTRIES. 

4. BUSES. NO CHANGES. 
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5. TRUCKS AND OTHER MOTOR VEHICLES. UNDER THE 
GOVERNMENT PROPOSALS THE ASSESSED VALUE OF TIRES WILL 
CONTINUE TO BE DEDUCTABLE IN CALCULATING THE ASSESSED 
VALUE FOR PURPOSES OF CALCULATION OF THE SEPARATE TAX 
APPLIED TO THESE VEHICLES UPON IMPORTATION. INCLUSION 
OF THE TRAFFIC TAX IN THE ASSESSED VALUE OF THESE 
VEHICLES FOR TAX PURPOSES WOULD BE DROPPED. WITH THE 
EXCEPTION OF TRACTORS FOR SEMITRAILERS - FOR WHICH THE 

4 PERCENT EEC CUSTOMS DUTY WILL BE RETAINED - THE SEPARATE TAX 
RATE IS TO BE RAISED FROM 35 TO 45 PERCENT, WHICH COMINES 
WITH THE CHANGE IN DUTIES MEANS SOME REDUCTIONS IN 
THE PRICES OF THESE VEHICLES IMPORTED FROM EFT A/EEC 
COUNTRIES AND SOME INCREASES IN PRICES OF IMPORTS FROM 
OTHER COUNTRIES. 

6. THE TARIFF CHANGE MAY ALSO HURT A SMALL NUMBER OF 
NORWEGIAN COMPANIES EXPORTING MOTOR VEHICLE PARTS. 

THESE PARTS. MAINLY TIRES AND BUMPERS. ARE NOW DUTY-FREE 
WHEN MOUNTED ON MOTOR VEHICLES IMPORTED INTO NORWAY, 

AND DISCONTINUATION OF THE IMPORT DUTY FOR EFT A/EEC 
VEHICLES WILL DEPRIVE NORWEGIAN SUPPLIERS OF THEIR 
PRESENT COMPETITIVE ADVANTAGE. THIS IS EXPECTED TO 

BE PARTICULARLY PRONOUNCED FOR VIKING ASKIM A/S, 

NORWAY’S ONLY RUBBER TIRE MANUFACTURER. ABOUT 20 PERCENT 
OF ITS TIRE PRODUCTION IS EXPORTED TO EUROPEAN CAR 
MANUFACTURERS FOR MOUNTING ON VEHICLES TO BE EXPORTED 
TO NORWAY. 

7. IN 1974 NORWEGIAN IMPORTS OF MOTOR VEHICLES WERE 
WORTH $292 MILLION OF WHICH $12.2 MILLION (4.2 PERCENT) CAME 
FROM THE U.S. THE DUTY AND TAX CHANGES ARE EXPECTED 

TO REDUCE IMPORTS OF U.S. VEHICLES WHICH HAD BEEN 
BECOMING MORE PRICE COMPETITIVE. IAPANESE CAR IMPORTS, 
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WHICH SUPPLIED OVER 30 PERCENT OF THE MARKET IN JAN.-SEPT. 1975, 
WILL ALSO BE EFFECTED. 

8. THE INTERNATIONAL DIVISION OF AMERICAN MOTORS IN 
DETROIT HAS WRITTEN THE EMBASSY, SAYING THAT ITS EXPORTS 
OF PASSENGER CARS AND JEEPS WILL BE HURT AND ASKING THE 
EMBASSY TO SEEK ELIMINATION OF "ANY POSSIBILITY OF 
DISCRIMINATION AGAINST U.S. AUTOMOBILES." CHECKS WITH 
GENERAL MOTORS, FORD, AND CHRYSLER REVEALED THAT THEY 
ALSO EXPECTED IMPORTS OF VEHICLES FROM THE U.S. TO 
DECLINE. THOSE LOSSES WILL BE SMALL, HOWEVER, COMPARED 
WITH THE GAINS THEY EXPECT THEIR EUROPEAN SUBSIDIARIES 
TO REAP FROM THE BLOW TO JAPANESE COMPETITION. 

9. THE JAPANESE EMBASSY HAS APPROACHED THE MINISTRY OF 
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COMMERCE OFFICIALS, WHO SUGGESTED THAT THE JAPANESE 
SHOULD TAKE THE MATTER UP IN GATT NEGOTIATIONS IF IT IS 
SERIOUS. THE SAME OFFICIALS INSISTED THAT THE PROPOSED 
LEGISLATION IS NOT MEANT TO BE DISCRIMINATORY. THE 
JAPANESE EMBASSY AND THE JETRO (JAPAN EXTERNAL TRADE 
ORGANIZATION) REPRESENTATIVE HAVE REQUESTED GUIDANCE 
FROM TOKYO. 

10. ACTION REQUESTED - EMBASSY WOULD APPRECIATE 
INSTRUCTIONS AND GUIDANCE, INCLUDING INFORMATION ON 
THE GATT ASPECTS OF (A) THE ELIMINATION OF CUSTOMS 
DUTIES ON VEHICLES AND ALCOHOL (BRUSSELS TARIFF NUMBERS 
22.09, 84.06, 87.02A AND B, 87.03, 87.04, 87.05) 

IMPORTED FROM EFT A/EEC COUNTRIES WHILE MAINTAINING 
THESE DUTIES ON THESE IMPORTS FROM OTHER COUNTRIES 
AND (B) THE PROPOSED INCREASES IN OTHER TAXES PAYABLE 
ON CARS UPON IMPORTATION THE EFFECT OF WHICH WOULD 
BE TO RAISE PRICES OF VEHICLES FROM NON-EFT A/EEC 
COUNTRIES WHILE THE PRICES OF VEHICLES FROM EFT A/EEC 
COUNTRIES WILL FALL.BYRNE 


UNCLASSIFIED 
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